Internal Revenue ‘iervice Departeent ot the lreasury
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1000 Cogmerne 5t., NMlas, Tenan 102807
hretter

ne: JAN 1 9 10¢

Persen 1o Laetact:

Teleonene Mgder :
]
heter Resly fo:

Dear 1 ar Macams

we have consider®d your apolication tor recognitlon O ectemdption trom Federal
1INCoMe tar under SECt3Oon SVlic)1:4: or the [nterna) Revenue Lodge.

The i1nformation vou Subeitted 1ndicates thet you were 1nCorporated —
-. wnder the - MON-Proti? Corporation Act. tTOur purposes, as stated 1n
vour articles of Incorporation, are “to provide for saintenance, oreservation
ang architectural controi of rne residential lots wrtmn [
B B ... --.- o' any Other areas created by the dedication
of adajtional property to the subdivision Dy the developer and to promote the
nealth, safety and welfare of the residents within the adbove -described property
and any 2041131008 NEreto 235 may hereafter bde brought within the jurisdiction of
the Association for this purpose.....” The Articles of Incorporation were

restotes [ B B »: 1" no material changes to the purposes of the
crQanization,

Your application stales that the organization ta) @aINntaIns and landscapes
@sDianades. MNIrances. Sethacks and A@C1ans NG COMMNON ar@as: tb) provides pest
control for A0sQUITOS: (C) MaINtaINs and OpEratles a SwIAEINg DOOL: 'd) contracts
tor additional security servaces mith [IIIEGEGEGEGEGEGEGEGEGEGEE: ' cortracts wath
I S

to provide lighting to all cosmson arcas within the
suddivasions () enforces cCovenants and deed restriclions: ang Q) provides

4and SaIntaing & Park and playground. volley® ', «.* basketball courts, ang a
recreation center. The 2pplication states that the f.71l1t1es are avarlable to
all eenters of (he Community and. “realisticaliy does not restrict access to the
Qeneral oudlic.”

R s » s1ngle-fasiiv residentaal develooment. located within the city

limits oOf . 1ne developsent 1s served by _

. YOuv application 1ngl1cates Tha' access to the
developaent 18 restricted by gates 4nd securily guards.

contract 1Oor 3@PVICOS with —.

Thne Arganization is supported through meadDer as<essments, (uint-use receipts,
angd nteres? INCOME. Tour anpllication states thatl the 4%50Ciaftion doee not
charge meapers separately for services oerformen and that 'he amounts are
bidgeted and INCluded 1n annual a2ssevsments, Unpald assesseents will
A Li2n on the oroperly O The homeowher - memher . kin
Stharwice @5Can® 11aD1l1ty tar tne ascessAents,

as evidenced bDv your

result 1n
mempDe”r Mav walve Or



e £t teer __ 3tates that the wecocid® 1y Owhs *he DOG: A0

arther reoraationd;, 4%5@15: however the e lnations ot

these +<%@tl: are no!
retieted A6 THEe TiNARC LAl StTatements

LY AaCLOordance with Jencrajl. acueptea

Acounting DratLl0ies, tou have Ci1ted the Rudil and Accctnting vuide tor

Lummorty (nterest Mea it He30C1at10nS DUDiIShed Dy the Amer 1. +r Ingstitute of
cersyfied Public Ay ountents, specificaily Sections . .uv ara L.1U.  inese
a@: t10nt 30 RO D > 1de SpeCItlc recosaendations or Juldeii1nes pbut rather
des(ribe the Drevs.ent 1ndustry oractices followed dv Common
mecoraartions (LIRAS . POr recogni2ing common real orooerty
titran i y1a) statemernts gf the ASSCC1atiIon Indicate that

cnhoser Aot to toliow the guidelines of Sections (.)1l.
.eli. Disciosure.

Interest kealty
s assets. Ihe
the Organization has
Fersona) Property, ancg

~ectiun Wircredy 0of the internal Revenue Code provides eteaption fort

~1.10 Leaques O grganizations not organiies tfor protit but operated
2vcjusively for the promotion of soCia) weltare,,.

3ection .9501tciidry-irari2)(1r of the Incose Tar Regulations provides thats

Tan 0rganiration 15 operated esclusively for the prosotion of social
welrare 1t 1% 1S OriMmarily engaged 1N Promoting 1n SOAe way the COMAONn Qoeo
ana gensral weltare of the pecole of the community. An orgarization
emcraced within this section 18 one which 1% operated oOrimarily for the
pu-pose of Dringing atout civic betiereent anod social reprovesents.”

‘vartly in general. A CiviCc league Or organization Mmav De exempt as an
orgqanization described in section 301tc)(d) ¢ -

vy [t 33 not organited or overated for gprotits ang

t11) It 18 operated excius.vely for the promotion of social welfare.”

Revenue Ruling 72-102. 1972-1. C.B. 1.9, descrides an organization formed by a
jevelooer to preserve the appearance ! a housing cevelopeent and to saintain
streetls, sidevalxs, and common areas for the use of the residents. which was
found to De erespt under Interns) Revenue Code section 301cri4). The rationale
pehind thls dec131on was that the organization served the coseon G000 and
generail weltare of the entire coamunity DeCause 1! owned and saintained certain
non-residentiai. NON-conmercidi drooerties of the 'ype normally owned and
asinteined by AuniICIPal qoOvernaents., AGAINISLEriIng and entorcing covenants for

oreser.iIng the architecture and appearance of & housing nevelopasnt was
in-1d4ental to the over-idina public pbenetr?,

Reven.e Ruiing 73-99, 1974 |, C.B. 13). clarrfies Revenue wrling 72-102.
rauling descrides an organization
deveioper as an 1ntegral Dart of

Thas
that 13 fOreed Dy a commercial real estate

A& plan for the deveiopeent 07 a subdivision,
Meaderhid 1n the associelion 1S reguired of all ourchasers of lots i1n the
gevelnopment. Memoersn;p 1s open oniv o the developer and those who purchase
lovte, ihe OrQani12a’inn 1% supported by 0@8ricdiC assessments of the maeaders,
uNpall assessaents «ill result 1n 4 11en on the property 7t 'hne
NOMGNWNEer MEeRDer . The stated purposes nDf the Orqganization are
entorce covenant's fGr presery ing

angd

to administer and
trhe 2rihltecture anc appearance nt the given

raal ecfate deve:npasnt, and 10 Own ano AMNLaIN COMMNDT reern areas, sireets,



3 S1J9PwAlI"S . P TAEBQOIng TOTMAT 1 S0, g DUt 1 wWr1tilen JoIumen e Wi (n

. entTor(eadle contracts tur the saje
ANT purchase O Driva’e Lropeért.. Jh i1an' O tnese Taclors. the prima tacie
DresudpDtliIon wat ‘Nat UrJanllations sulh As ThPpse were essentiasiy anae primariliv
toraed ang Sp@ratead tor the 1NJ1VIGUR) NLS I NAEesSS ARG DEersonal benerit oOFf thelr
"meALers., and, A% Such,. 149 NAt daalit tor ovempltion under section SVjicrida ot
the vLode. eevenue Nuilng /4-99 went on 1o desCcribe how. In certain

Cy7 UMSLENCOS, AN OFQIN1IZATION Can OvVErcCeme tHh1s Dresumdtion and quaji1t. tor
recognition of eseaption under section uwiitcrid),

TOHrM & Part OT, ANG Ar® 1N@etracADIy T ?

le. Rangho Jonta Fe M350C22830N V. Y,.2., the deveiopment was tound tc be

Coettensive wilh the coamunily 1t server, and therefore. the bdbenefits Destoweo
tne general publiz within the

v the assocration on the Jeveicoaent DeretTy?

requirements of the statute. Eremption undger section SVlic 131 was recoanlied.

in Fiat Top LaPe »550Cialion, 'NC, . U.i.. tNe LOurt Ne1o that while tne
NOMEOWNEers as%0CIat10n d3d COnTar Denetits Of & public welvare nature upon 1ts
own msembders. 3l 013 nOt privide anaibie anod concrete beneti1ts of a pubiic
weltare nature 0o the pudlic 2t Lrrge O a detinable community. The
assocration s propertv and facili ies were limited to asaders anc their guests.
Eremption under section 30l1crid: was denieq.

Revenue Ruling B80-al, 1980-1 L.B. 114, states that a homseowners assocCiation
that 18 N3t a commun ty does not gualifrs fOor erxemplion under section 50ltc)(ad:

3t 3t restricts the use of 1ty recreational facilities to aembers ot the
associration.

Based on the inforsati1on presented. we have concluded that you do not aset the
requiresents for erxeaption as a socral welfare organization described 1n section
%01tc)i4) of the Internal Revenue Code. As in Flat Top Lake Association, Inc.,
and as stated in vour Articles of Incorporation, serving the private i1nterests
of yOur ROAOWAEY -~-seaders and oroacting the health, satety and welfare of these
agaADers is your pPrisary purpose. YJOu 40 not DOSPss {he characteristics
descrided 1n Revenue Ruling 74-99 to overcose the presumption of orivate
denefit.

Uniike Rangho Sents Fp A930C12L100, vYOour area is Aot coextensive with the
community you sServe. T0u are a subdivision wiihin the city limits of

S B e > I - re fac!
that vou are adjacent to other subddivisions and share recreational facilities
suopor ts this conclusion. Add:tionellv. the Ass0CIation does nOot oversee
governance ot the developsent. bu? contracls for these sServices with »
Aanagenentl COADaNY.

Ae stated 1n Revenue Ruling BO-63, an oraasnizetion that 1s not! a comaunity may
not De evend? 17 3t restricts the use 0t 1's recreational tTacilities and otner
areas to memdbers of the associration., 1our facilrti1es and o'her areas are
regstricted 'O memders and their guests.

Accordingly. 1t 18 held thetl you are not entitled to evemptinon from Fegeral
INCOM® tar as ah Organijation descrined 1n section 50ltcri 8y, and you are
reguiren 'o fiie Federal Income tax returng on Form 11206,

A a NOMSOWNErS ASSHCIATION. ¥Ou May Nuajilty tor freatment under sertion 926, a



section * the Lode created Dv the lax Retorm oct of 1976, Ir this jetter we
are not rusina an the guestion of whether vyou Quality tOr treatment' under

section 528. wHowever, 1t vou Delieve vou gualify for such treatment,. you should
tile Fora 1120-M when due.

[t you do not aqree witlh these conclusions, you may, wi*hin 30 davs from the
date of thyis letter. file i1n duplicate a bDrief of the facts, law, and arquaent
that clearliy sets forth vyour position. 1f vou desire an oral discussion of the

198u@. Olease i1ndicate this 1n your protest. The enclosed Publacation 892 giv
instructions for filino a protest,

if vyou do not file & protest with this office within 30 days ot the deotle of thas
veport or letter, tnis proposed Oeteraination will decose final.

[f vou agree with these conclusions or do not wish to file » wraitten protest.

please s1gn ond return Fore 4018 1n the enclosed self-addressed envelope as so0On
as possible.

It vyou have any further guestions, please contact the person whose name ang
telephone numdber are shown at the dbeginning O0f this letter.

Sincerely.

District Directlor

Enclosures:
Pudlication 892
Form 8018





